Actuarial Memorandum

Paramount Insurance Company
Issuer ID #74313
2018 Individual Health Insurance On-Exchange Premium Rate Filing

August 10*", 2017

wWakely

Developed By:

Karan Rustagi, ASA, MAAA Brittney Phillips, ASA, MAAA
1515 Wazee, Suite 380 9777 Pyramid Court, Suite 260
Denver, CO 80202 Englewood, CO 80112

(720) 282-4965 (720) 282-4966
KaranR@Wakely.com BrittneyP@Wakely.com

© 2017 Wakely, All Rights Reserved, Confidential and Proprietary.



Wakely

pagei
Table of Contents
1. EXECULIVE SUMMAIY ccuuiiniiiiieiiieeiiiieiiieniiensiitnsisssessrssssresssssnssssnssssnssssasssssnssssnssssnssssnsssssnssssnsssansass 1
2. General INfOrmMation ......ccciiiiiiieieeiiiiiiiiiineiiiiniiirerssssistsiressssssssssssitresssssssssssssssssesssssssssssssnn 1
Company Identifying INformation.........cuuei i e ee e s 1
Company Contact INFOrMAtioN ........uei i e e e e e et e e e e aae e e e enbee e e e enreeas 2
SERFF Rate REVIEW DELAII .eciueiiiiieiiiiiecciiiee ettt ettt e st e e e e st e e e e s abe e e s snbe e e e snbeeeesnreeas 2
3. Proposed Rate INCrEaSE(S) ..ccuceerrrmuerrremnierrrrnnserrrennerrrenssesseenssesseenssessennssessennssessesnssessennssessennsnenes 2
4. MArKet EXPEIIENCE ....ccuireeiiieierenerenerenereaseernseeensserssserensessassssnsessnssesassssassessnssssnsessnsssssssssnnsenanne 3
Experience Period Premiums and Claims .......cccuuiiiiiiiiieiiiiieeccieeeeesieeessitee e st e e s svee e e s svaeeessneeeessnnes 3
2T oY 1 A 0 | =Y <o ] 1Y SUUROt 4
(o FoT 1Tt o] o I o= Tot o] &3NSR PPPROTPPPPPP 5
5. Credibility Manual Rate DevelopmENt........ccciieeeieeniiieciieeiereniereeerenseernserensseresserensersnseesasessnssenes 7
Source and Appropriateness of Experience Data USed ........ccueveeiiieieiiiiiie it e ee e 7
Adjustments Made 10 the Data ........eeee it rre e e et e e e e be e e s e eare e e s e enree e e e earaeas 8
6. Credibility Of EXPEri@NCE....cccuuiiieeeciiieieciireieerreneeesreeeneesreneseesrenasessrenssssssensssssnennsssssensssnssennnns 10
7. Paid to AlIoOWed Ratio .....ciiiiiiirenueiiiiiiiiiiienneiiiiiiiiiisnmmesiieiiiiiesssemsiiiimessssmsssssttssesssssssssssanes 11
8. Risk Adjustment and REINSUIANCE .....cc..ciiieeuiiiiienieeiieanieritennereeenseseennssessesnssessennssessennssessennnnanes 11
Experience Period Risk Adjustment and Reinsurance Adjustments PMPM..........cccccoceeeeiiieeeecnneennn. 11
Projected Risk AdjuStMENtS PIMIPIML ......ccouiiiiicieie ettt s e e st e e st e e s saaae e e s naaeeesnnnaeeeeas 12
9. Non-Benefit Expenses and Profit & RisK .......ccccciveeiiiiimiiiiiiciiiiiiciinirenc e srenessssenenes 12
Administrative EXPENSE LOAM......cciiuiiiiiciiiie ittt e e s vre e e s sbee e e s s bte e e e sbeaeeesnaaeeesnnes 12
Profit / Contribution to Surplus & Risk Margin........ccueeecueeeeieeeiiee ettt ettt et e 12
TAXES ANU FEES ..ttt ettt e s e s bt e s a b e e s be e e s abeesabeeebte e s be e e abeesabeesbaeesabeeenns 13
10. Projected LOSS RAtiO ...cccuuiiiiieiiiiiiiiiiiiiieiciiciienteneieseenesieseenesssnennssssssnnsssssenasssssenssssssenssssssennnns 14
11. Application of Market Reform Rating RUIEs........ccceuuiiiimiiiiiniiiriiccrrrercsrere s renee s sene s s s enenas 14
Y TaY <4 LN R 9 2 o | PSP 14
INdEX RAte DEVEIOPMENT ..eeiiieie ettt e e e e e st e e e e e e e e s abaaeeeeeeeseeansraeeeeeeesesannrnnes 14
Index Rate for EXPEri@NCE PEIIOM. ......cccuuiiiiiiee ettt ettt e et e e et e e e e bae e e e bee e e e eareeas 14
Index Rate for Projection Period.........ccuuiiiiciiii ettt ettt e e stae e e b e e e e eareeas 15
Market Adjusted Index Rate for Projection Period.........ccccocueeiieeiiee ettt et 15
Plan Adjusted Index Rate for Projection Period..........cccueieeciiiiicciiee ettt et e 15
(67 |11 o T 14 o T o HU OO O PO TP PP PPUPPROTPO 16
B lo] o T= ol olo T =1 o TR ERPROE 17
Consumer Adjusted INAEX RAte.....uuiiiii i e e e e e e e e e s s ssan e e e e e e e e e e nnnreaeeeens 17
12, AV MEtal LEVEIS....cciiiiirerneiiiiiiiiiiennniiiiiiiiiressssssisiiiiiresssssssssissimmesssssssssssssnmesssssssssssssssssssssssssses 18
13, AV PrICING ValUES.....cevreeueeiiiiiiiiiiiennniiiiiiiiinesssissisiniiinesssmsssssissiimesssssssssssssimessssssssssssssssssssssssssss 18

Paramount 74313 Individual Product | 2018 Rate Filing

© 2017 Wakely, All Rights Reserved, Confidential and Proprietary.



Wakely

14. Membership Projections.........cciieeeciiieieiirieicerrennceseennssereensssessensssssennsssssennsssssennsssssenssssssennnns 18
15. Terminated Plans and Products............ccccceiiiiiiiiiiiiiiiiiiiic s 19
16, Plan TYPE c.ciiieniiiiiiiiiiiiiiieiinesieiienssietiennsiestessssstsessssstsenssssssessssssssnsssssssssssssessssssssnssssssensssssssnnsss 19
17. URRT WaAININES .eeuuiieeiiinniiiniiieniiiiesiieeirsasiiisssirasismssssresssrsssssesssssasssssssssassssssssssnssssnssssassssanssssnss 19
R T £ =T 1 o = 19
19. Actuarial Certification..........cooiiiiieieiiiiiiiiiiir e 20
20. Appendix A — Market Adjusted Index Rate Development.........cccccceiiiiimnniiiiinniiiiinniiniieen, 1
22. Appendix B — Plan Adjusted Index Rate Development.......ccccieeiieeereeniiiencieeenerenerenerenseernsceensnenes 1
23. Appendix C— Rating FACOrS......cccccceiiieuuieiiieeeieeiiennestrenseeseenssesseenssessesnssessennssessesnssessssnssessennsssnes 1
24. Appendix D — Paramount Cost Sharing Reduction Estimates and Justification.......cc.cccceeuucrrvennnenns 1
25. Appendix E — Non-Applicable ASOPS ........ccceeiiiiiieiciireecerieennesseenneseennsessennssessennssessesnssessennnnenes 1
26. AppendiX F—Plan DESIGNS .......cccceeueiiiieniiiiiieeieiiiennerteensesseenssesseenssessesnssessesnssessesnssessennssessennsnenes 1
Appendix F — Plan Designs, CON'd........coiiieiiiiiiiiiriiicerieneceseennneeseenasessennsssseenssssssennsssssennssssesnnssssenns 2

Paramount 74313 Individual Product | 2018 Rate Filing

© 2017 Wakely, All Rights Reserved, Confidential and Proprietary.



Wakely

1. Executive Summary

This memorandum documents the development of individual market, single risk pool rates for Paramount
Insurance Company (Paramount). These rates apply to eight (8) plans, which Paramount anticipates
offering on the health insurance exchange available to eligible residents of Ohio. It is our understanding
that this health insurance exchange is being administered by the Federally-Facilitated Exchange.
Paramount is offering individual health insurance products in the Bronze, Silver, and Gold metal tiers,
effective January 1°, 2018.

Paramount is an insurer of commercial and managed Medicare plans in northwest Ohio, and Medicaid
business statewide. Paramount’s parent company is ProMedica, which has providers with which they have
competitive facility payment rates. Paramount’s 2016 enrollments are mostly in the Silver plan which
includes individuals eligible for premium tax credits and cost sharing reductions. One of the primary
reasons that Paramount entered the individual market in 2014 within the health insurance exchange is to
provide its Medicaid members with a Paramount product offering if they lose Medicaid eligibility.

This memorandum and accompanying files reflect alternative rates from the filing submitted on August
3, 2017. The rates presented and submitted here were developed assuming that the cost sharing
reduction (CSR) payments are no longer funded by the federal government in 2018 and the cost of these
payments will instead be funded through member premiums and Advanced Premium Tax Credits (APTC).
The submission of these rates does not guarantee that Paramount will continue to participate in the
individual market in 2018 should the CSR payments no longer be funded. Should this occur, Paramount
will evaluate the market conditions at that time and determine whether or not they will participate in the
market in 2018. We have assumed that Paramount’s competitive positioning for Silver plans will not
change relative to competitor’s Silver and Gold metal level plans, such that there will be no major
migration out of Paramount’s Silver and into other carrier’s Silver or even Gold plans due to the CSR load.

In accordance with instructions received from the Ohio Department of Insurance (ODI) on August 3™,
2017, the rates and all assumptions for plans that are not at the silver metal level remain unchanged from
those submitted on August 3™. It is our understanding that members who do not receive an APTC and are
not eligible for the CSR plans will have the ability to purchase the silver plans off the Exchange without
the CSR load shown here. This assumes that CMS will allow us to offer the same plan on and off-exchange
with different rates. The rate would be equivalent to that submitted in the previous filing on August 3™.

2. General Information

Company Identifying Information
Company Legal Name: Paramount Insurance Company
Address of the Submitting Company: 1901 Indian Wood Circle, Maumee, OH 43537
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State: Ohio
HIOS Issuer ID: 74313
Market: Individual Market

Effective Date: January 1, 2018

Company Contact Information

Primary Contact Name: David Talmage
Primary Contact Email Address: david.talmage@promedica.org

Toll Free number: 419-887-2915

SERFF Rate Review Detail

Projected earned premiums $40,496,480
Projected incurred claims $35,299,281
Min PMPM $409.91
Max PMPM $975.38
Weighted average $801.61

Please note that these PMPMs have not been calibrated for age and area. Therefore, these numbers are
not directly comparable to corresponding numbers in last year’s actuarial memorandum.

Months of Rate Guarantee: These rates will be guaranteed until December 31, 2018.

3. Proposed Rate Increase(s)

The rate filing affects approximately 3,713 members currently enrolled in 2017 within one (1) Product.
Average rate changes vary by product and plan as summarized below.

Table 3.1 Proposed Rate Increases - 2018 Average

Product Name Product ID Rate Change Range by Plan Average Rate Change for Product
HMO 743130H021 0.00% to 49.38% 35.92%

The proposed rate changes summarized above were calculated based on the current enroliment mix, so
are normalized for expected changes in the mix of the covered population.

The primary drivers of the premium changes are:

e Restricting areas down to rating areas 1 and 6
e Changes in morbidity of the underlying population driven by a change in area mix
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e Increase in expected Risk Adjustment transfers

e Utilization and cost trend

e Increase in administrative expense load due to carrier tax being implemented in CY2018

e Increase in provider contracted rates, and mix of counties where Paramount has favorable
contracts with ProMedica facilities

e Loading silver plans for the projected increase in incurred claims due to non-funding of CSR
payments

Though rates were developed based on the same single risk pool of experience for the market, rate
increases vary by plan within a product due to changes to plan cost sharing, and switch from Federal
induced demand factors to Wakely’s induced demand factors.

The rates presented were developed assuming there is no change to cost sharing reduction payments and
that those payments will continue in 2018. Should this change, Paramount will need to re-evaluate the
rate increases presented here to determine whether or not they are still appropriate.

4. Market Experience

Experience Period Premiums and Claims

The basis for experience period claims in Worksheet 1, Section | of the URRT are as follows:
Experience period: Calendar Year 2016

Paid through date: February 28, 2017

Earned Premium - Experience Period — Calendar Year 2016

Earned Premium (ACA) $16,932,326
Estimated Risk Adjustment Payable $2,566,976
Estimated MLR Rebates S0
Earned Premium (net MLR rebates, after RA) $14,365,350

Methodology used to estimate MLR rebates: Paramount estimated the MLR using the following formula
and determined there were no rebates for 2016.

(Incurred Claims + Quality Improvement Costs - Transitional Reinsurance Receipts + Risk Corridors and Risk Adj Related Payments -
Risk Corridors and Risk Adj Related Receipts)

(Earned Premiums + Transitional Reinsurance Receipts - Risk Corridors and Risk Adj Related Payments + Risk Corridors and Risk Adj
Related Receipts) - Federal and State Taxes and Assessments - Licensing and Regulatory Fees, including Transitional Reins
Contributions - (Transitional Reinsurance Receipts - Risk Corridors and Risk Adj Related Payments + Risk Corridors and Risk Adj
Related Receipts)

+ Credibility Adjustment

The following table illustrates the development of allowed and paid claims from raw claims data to
claims used for rate development.
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Development of Experience Period Allowed and Paid Claims

Allowed Claims Paid Claims

Claims processed through issuer’s claims system

for experience period and paid through date above 220,260,876 215,399,703

Claims processed outside issuer’s claims system for

. : $0 $0
same time period
Estlmate of claims incurred but not paid (IBNP) as $1.242,037 $937,936
of paid through date above
Rx Rebates $406,474 $406,474
Esétrlir:jted claims incurred during experience $21,096,440 415,931,165

There were no private reinsurance recoveries or subrogation.
Methodology for determining allowed claims: Directly from claims system

Methodology for developing IBNR for allowed and paid claims: The IBNR was developed by Paramount
using the triangle method to project completion factors.

Each cell in the triangle method is broken out by incurred month and paid month. Ratios are developed
between what is paid in x number of months over what is paid in x+1 months for the most recent available
12 months. These ratios are taken to 36 months. The completion factor over 36 months of run out is
1.0000. The above ratios are multiplied starting with month 36 and working back up to month 1. Please
note that month 1 is the month that claims are incurred and paid during the same month. For example a
completion factor for claims that are paid in 15 months is as follows: Product of (Paid in Month x/Paid in
Month x+1) with x being from 15 to 36. The months, for each term, is a twelve-month period for each
set of x with the most recent month at x months from when the triangles were constructed. In this case
the claims triangle was developed in March 2017.

Completion factors are developed for three service categories based on the method described above. The
used completion factor is applicable to claims that are incurred in January to December 2016 but are paid
from January 2016 to February 28, 2017. This is an average of the respective 12 month completion for
the respective payment period. The completion factors were developed separately for inpatient,
outpatient, and professional claims. There is no completion factor for pharmacy as pharmacy claims are
assumed to be 100% complete. The composite completion factor for medical claims is 0.9411.

There is no indication of the incurred claims being unusually high or low compared to what is paid for two
months of run out.

Benefit Categories

Benefit categories for experience period claims were determined based on the preferred definitions, as
follows:
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Inpatient Hospital: Includes non-capitated facility services for medical, surgical, maternity, mental
health and substance abuse, skilled nursing, and other services provided in an inpatient facility setting
and billed by the facility.

Outpatient Hospital: Includes non-capitated facility services for surgery, emergency room, lab,
radiology, therapy, observation and other services provided in an outpatient facility setting and billed by
the facility.

Professional: Includes non-capitated primary care, specialist, therapy, the professional component of
laboratory and radiology, and other professional services, other than hospital based professionals whose
payments are included in facility fees.

Other Medical: Includes non-capitated ambulance, home health care, DME, prosthetics, supplies, vision
exams, dental services and other services.

Capitation: There were no capitation payments.

Prescription Drug: Includes drugs dispensed by a pharmacy. This amount should be net of rebates
received from drug manufacturers.

The following measurement units were used for each benefit category:

Table 4.2 Measurement Units for Benefit Categories

Benefit Category Measurement Unit
Inpatient Hospital Days

Outpatient Hospital Visits

Professional Visits

Other Medical Visits

Capitation n/a

Prescription Drug Prescriptions

Projection Factors

The following describes the factors used to project the experience period allowed claims to the projection
period (CY 2018). The projection of experience into projection period and all projection factors are shown
in Appendix A.

Changes in Morbidity of the Population Insured

An aggregate adjustment of- was applied to account for the expected differences in single risk pool
population morbidity from the experience period to the projection period as shown in the URRT. The
following considerations were made in developing this adjustment.

This adjustment was developed by comparing the demographics and claim cost of the population that
continued into 2017 relative to the 2016 population. Paramount will not offer coverage in 2018 in rating
areas other than areas 1 and 6 and discontinued the catastrophic product in 2017. We factored in the
impact on health status using risk adjustment factors of members expected to continue in 2018.

We removed the impact of changes in demographics from this adjustment.
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Changes in Demographics of the Population Insured

Based on the comparison of age/gender mix in 2016 experience and early 2017 Paramount enrollment
data through March, we estimated a slight increase in costs due to minor increase in average age using
Wakely demographic cost factors. This adjustment was netted out of the morbidity adjustment so as to
not double count demographic adjustment with risk adjustment and keep both adjustments explicit. To
protect the confidential nature of contracting, the geographic and contracting adjustments have been
combined.

Changes in Benefits
There are no changes in covered benefits proposed for 2018 relative to the 2016 experience period.

Several changes in cost sharing were made but all of the changes were made solely to comply with federal
requirements on actuarial value of the plan’s metal level.

Trend Factors (cost/utilization)

Claims experience for small group HMO products from 2013 to 2016 was used to develop historical cost
and utilization trends. High level provider contract information was reviewed with adjustments made to
reflect anticipated changes that differ from those underlying the experience. Historic trends for group and
individual blocks were also reviewed for cost trends since the same network is used for all lines of business
and we believe it is appropriate to use a combination of experience trends from all lines of business to
develop projected trends. In addition, pharmacy trend analysis from the pharmacy data was used to
develop pharmacy cost and utilization trends to reflect future anticipated changes in formulary,
introduction of new drugs, and other changes. Industry trend studies were also reviewed to gain insight
into future anticipated changes in pharmacy and medical costs and utilization.

The annualized trends are shown below.

Table 4.3 Trends

Service Category Annual Cost Trend  Annual Use Trend
Inpatient Hospital 9.10% -1.50%
Outpatient Hospital 9.10% -1.50%
Professional -1.90% 5.00%
Other Medical 9.10% -1.50%
Capitation 0.00% 0.00%

Rx 7.60% 6.60%
Total 2.22% 5.34%

The trend assumption takes into account historical data, expectation of future trends such as provider
contracting change (not included in an explicit provider contracting adjustment), and adjustments for the
inherent volatility in trends.
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Changes in Provider Contracted Rates

Paramount’s provider contracted rates will increase in 2018. Based on the distribution of services, we

estimated the impact of this change to be an increase of - to unit costs. _

To protect the confidential nature of contracting, the geographic and contracting adjustments have been
combined.

Inclusion of Capitation Payments
Paramount does not currently have any capitated arrangements.
Other Adjustments

Adjustments were made for the following expected changes in the demographics of the covered
population from the experience period to the projection period:

e Geographic mix: as a result of narrowing down the rating areas in which the products will be
offered to areas where Paramount has better discounts, we expect the claim cost to change by
]

e Induced demand: as there will not be a bronze plan offered in the counties where ProMedica does
not have a facility, we are expecting a shift in membership from the bronze plan level and into
silver or gold plans. Therefore we expect claim cost to increase - We used the Wakely induced
demand factors to calculate this adjustment. The average actuarial value anticipated in 2017 is
-, whereas the average actuarial value expected in 2018 is - We used the ratio of induced
demand factors at those levels to calculate this adjustment. We did not factor in CSR members
when estimating Silver plan AV for induced utilization determination because we believe the
lower cost sharing for lower-income members will not induce any additional utilization as it would
have for higher income members.

e Medical management: We made no medical management adjustment because we do not expect
material changes in medical management practices that would affect costs.

5. Credibility Manual Rate Development

The development of manual rate is shown in Appendix B.

Source and Appropriateness of Experience Data Used

The development of projections utilized Paramount’s own 2016 small group HMO experience in Ohio as
the starting point. The starting experience nets out the private reinsurance recoveries, subrogation, and
pharmacy rebates. We used the small group experience because Paramount’s individual experience is not
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fully credible. We therefore used the small group experience to develop a manual rate and made
adjustments to reflect the unique characteristics of the individual market.

Adjustments Made to the Data
IBNR

The IBNR was developed by Paramount using the small group and large group all HMO experience and
using a triangle method to project completion factors. Each cell in the triangle method is broken out by
incurred month and paid month. Ratios are developed between what is paid in x number of months over
what is paid in x+1 months for the most recent available 12 months. These ratios are taken to 36 months.
The completion factor over 36 months of run out is 1.0000. The above ratios are multiplied starting with
month 36 and working back up to month 1. Please note that month 1 is the month that claims are incurred
and paid during the same month. For example a completion factor for claims that are paid in 15 months
is as follows: Product of (Paid in Month x/Paid in Month x+1) with x being from 15 to 36. The months,
for each term, is a twelve-month period for each set of x with the most recent month at x months from
when the triangles were constructed. In this case the claims triangle was developed in March 2016.

Completion factors are developed for three service categories based on the method described above. The
used completion factor was applicable to claims that are incurred in January to December 2016 but are
paid from January 2014 to February 2017. This is an average of the respective 12 month completion for
the respective payment period. The completion factors were developed separately for inpatient,
outpatient, and professional claims. There is no completion factor for pharmacy.

There is no indication of the incurred claims being unusually high or low compared to what is paid for two
months of run out.

The starting experience shown in Appendix B is completed.
Trend

The small group data was trended using the same trends described in section 4 because trends in section
4 were developed using the small group HMO experience. The trends are repeated here for convenience.
These adjustments are shown in Appendix B under the Trend Factor columns.

Table 5.1 Trends

Service Category Annual Cost Trend  Annual Use Trend
Inpatient Hospital 9.10% -1.50%
Outpatient Hospital 9.10% -1.50%
Professional -1.90% 5.00%
Other Medical 9.10% -1.50%
Capitation 0.00% 0.00%

Rx 7.60% 6.60%
Total 2.22% 5.34%
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Benefits: Differences in Covered Services

We adjusted the allowed claims sources in the manual rate development for changes in covered benefits
due to EHB requirements, specific to small group market starting cost sources. The following is not an all-
inclusive list but it highlights the benefits expected to have the most significant impacts on allowed costs:

e Habilitative services
e Pediatric vision

e Removal of dollar limits (private duty nursing, transplant lodging and accidental dental) and mental
health and substance abuse limits to comply with parity requirements

The Ohio State defined Habilitative benefit is estimated to increase claims costs by approximately 1%.
This was estimated considering the prevalence rate of autism spectrum disorder (ASD) in the state of Ohio
and the expected cost and utilization for members eligible for the specified services.

The adjustments for EHB made to the small group 2016 experience to reflect 2018 individual market was
0.1% and was based on Paramount’s claim analysis. This adjustment is shown in Appendix B under Benefits
column.

Morbidity & Demographics

We applied the HHS risk adjustment model to the small group HMO and the individual HMO membership
and claims data. The plan liability risk score (PLRS) in the HHS model provides an estimate of differences
in paid costs in the two population that are attributable to differences in demographics as well as health
status. Since we’re adjusting the allowed costs, we divided the PLRS’ by the appropriate AVs to develop
an adjustment on an allowed basis. This factor is shown in Appendix B.

We believe this factor is reasonable because the adjusted manual rate is consistent with the actual
individual experience allowed pmpm. The age/gender mix of the enrollment in the individual business as
of March 2017 was skewed towards older ages relative to the small group population.

This adjustment is shown in Appendix B under ‘Morbidity & Demog’ column.
Geographic

The intent of this adjustment is to normalize for the geographic mix differences between the population
underlying the manual rate and the projected individual population. We compared the average area factor
for the projected individual population to the small group population to develop this factor. This
adjustment is shown in Appendix B. To protect the confidential nature of contracting, the geographic and
contracting adjustments have been combined.

Provider Contracting

Paramount provided Wakely with provider contracting targets for inpatient facility, outpatient facility and
professional categories of service for both the individual and small group business. Wakely analyzed these
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targets for individual market and compared them to current commercial reimbursement rates for the
small group business. This adjustment is shown in Appendix B. To protect the confidential nature of
contracting, the geographic and contracting adjustments have been combined.

Induced Utilization

The starting point of small group plans incorporates slightly richer cost sharing than what is purchased in
the Ohio individual market. This adjustment normalizes the small group information to be on the same
benefit level as the individual market. We used the Wakely induced demand factors to calculate this
adjustment. The average small group experience shows an 80% actuarial value which is analogous to a
Gold plan under ACA terminology. In the individual market, the predominant plan is the Silver plan. We
used the ratio of induced demand factors corresponding to the Gold and Silver levels to calculate this
adjustment. We did not factor in CSR members when estimating Silver plan AV for induced utilization
determination because we believe the lower cost sharing for lower-income members will not induce any
additional utilization as it would have for higher income members. This adjustment is shown in Appendix
B.

Medical Management

There no medical management differences between the individual and small group blocks that would
materially affect claims cost and therefore no adjustment was made. This adjustment is shown in
Appendix B.

Other

There were no additional adjustments required. The columns labeled ‘Other’ for unit cost and utilization
adjustments are 1.0. These adjustments are shown in Appendix B.

6. Credibility of Experience

Credibility assigned to base period experience is shown in Appendix C.

The following formula was used for assigning credibility to the experience period:

— min (1, (ot )" or > 3000
Z =min|{ 1, 72,000 or =

Experience Period Member Months (MM)
Credibility factor (z)

No credibility is assigned to blocks of business with less than 3,000 MM.
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The determination of full credibility depends on the assumed variation in the claim experience and was
based on an application of classical credibility theory. Full credibility was determined based on the number
of individuals that are needed to have a probability of 95% of being within 10% of the expected claim
amount (consistent with Medicare criteria). The credibility threshold was calculated using random
samples of 5,000,000 members from the Truven MarketScan data for years 2010 — 2014.

7. Paid to Allowed Ratio

Wakely and Truven have jointly developed the Truven Benefit Modeler to develop pricing Actuarial Values
(AVs). The model Wakely uses the data underlying the Truven MarketScan detailed claim data of a
nationally-representative sample of over 40 million group lives to develop paid-to-allowed pricing
estimates for rate development (as opposed to the actuarial values from the Federal AV calculator). The
model uses actuarially-sound pricing methods to value the impact of deductibles, copays, coinsurance and
maximum out-of-pocket cost sharing parameters. We calibrated the utilization and unit cost assumptions
in the model to the allowed cost estimates underlying the manual rate and/or experience rate, including
adjustments for EHB, trend, provider reimbursement changes and other adjustments discussed elsewhere
in this report.

The model is updated by Wakely each year with new data, enhancements, and refinements. For 2017
(applicable to 2018 ACA pricing), the primary change that may impact the AV materially depending on the
associated plan design was that we incorporated new, more recent data from Truven. We have also made
a number of additional, minor changes which have had minimal impacts on actuarial values.

The table of paid to allowed ratios by plan and in aggregate are shown in Appendix C. These differ from
the AV Metal Values reported on Worksheet 2 of the URRT due to differences in the underlying population
and methodologies used to develop actuarial values.

8. Risk Adjustment and Reinsurance

Experience Period Risk Adjustment and Reinsurance Adjustments PMPM

Worksheet 2 of the URRT includes estimates of risk adjustment transfers and reinsurance recoveries for
the experience period.

Paramount participated in the Wakely WNRAR project. This project included participation by issuers
representing the majority of the Ohio Individual insurance market. Paramount received summary results
showing estimated risk adjustment payables throughout the year with different periods of run out under
different scenarios. Based on information supplied in these reports, we estimated that Paramount’s risk
transfer payments on the individual block to be - PMPM before netting out risk adjustment fees for
the calendar year 2016.

The risk transfer payments were allocated to plans proportionately based on membership within the plan.

Paramount 74313 Individual Product | 2018 Rate Filing
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Projected Risk Adjustments PMPM

We estimated the 2018 risk transfers to be a payable of- PMPM net of risk adjustment fee of $0.14.
This estimate was based on a number of factors. The WNRAR study provided risk transfer estimates using
CY 2016 data. We used these estimates as our starting point. We made the following adjustments to
project the risk transfers:

1. 2018 HHS risk adjustment model coefficients
Change in rating areas where the plan is offered
Projected 2016-2017 market average premium increases using rating filings, market share
information

4. Expected 2017-2018 rate increases based on Paramount’s claim cost trends

5. Reduced state premium estimate used to calculate risk transfers by 14% per the 2018 Final Notice
of Benefit and Payment Parameters to exclude administrative fees from risk transfer.

The risk adjustment fee of $0.14 PMPM was incorporated into the rates and is shown in Appendix C.

Projected risk adjustment transfers net of fees are reported in the URRT Worksheet 1 (in aggregate) and
Worksheet 2 (allocated to each plan). Risk adjustment transfers were applied at the market level in the
development of the Market Adjusted Index Rate. Transfer amounts were converted to an allowed amount
in the development of the Market Adjusted Index Rate using the projected aggregate paid to allowed
ratio.

The risk transfer charges were allocated to plan proportionately to membership in the plan.
9. Non-Benefit Expenses and Profit & Risk

Administrative Expense Load

Paramount developed expected administrative costs based on current administrative costs and adjusted
to reflect any differences in functions or level of effort and costs during the projection period. Admin load
(excluding commissions) and excluding contribution to surplus was developed and applied on a
percentage of premium basis and is expected to be 7.1% of premiums. There is no fixed PMPM admin
expense in addition to the percentage loading since all loading was converted to a percentage basis by
Paramount.

Paramount will be using brokers and expects that the average broker load will be $2.10 PMPM.
Profit / Contribution to Surplus & Risk Margin
2.0% of proposed 2018 premiums have been allocated to contribution to surplus.

Consistent with the URRT worksheet I, on an after-tax basis, the proposed 2018 premiums include 1.30%
allocated to surplus. The federal income tax estimate is included in the next section.

The profit load does not vary by plan.
Paramount 74313 Individual Product | 2018 Rate Filing
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Taxes and Fees
Taxes and regulatory fees included in the development of 2018 rates include the following:
1. PCORI Fee = $0.18 PMPM

2. MCO Sales Tax = $1.36 PMPM

Carrier Tax = 2.4% of premium

oW

Marketplace User Fee = 3.5% of premium for products sold through the Exchange
5. A state premium tax of 1% was loaded into the rates
6. Federal income tax of 35% on surplus

The risk adjustment user fees are excluded from the Taxes and Fees section of the URRT since they are
included in the risk adjustment transfer lines.

The Marketplace User Fee is calculated in the aggregate as 3.5% of premiums for products sold through
the Exchange. The Marketplace User Fee is applied in the development of the Market Adjusted Index Rate.
For 2018, 100% of enrollment and premium in Paramount individual market risk pool is expected to come
through the Marketplace. Thus, the Marketplace User fee is 3.5% of total premium.

Please note that the exchange user fee shown in the Appendix A is 3.6% instead of 3.5%. The fee needed
to be grossed up for two reasons. It is being applied to claim cost as opposed to final premiums. Normally,
we would add up all the percentage non-benefit expense components and divide the cost by 1 minus the
aggregate percent non-benefit expense. To comply with our understanding of the rules, we had to first
gross up the allowed PMPM for the exchange fee and then apply all the other percent and PMPM non-
benefit components. The following formula provides more detail on how we approached this calculation.

P -> paid PMPM net of reinsurance

E_pmpm -> PMPM non-benefit expense component

E_perc -> total percent non-benefit expense component (excluding exchange fee)
3.5% -> exchange fee

X% -> equivalent exchange fee

We used the following equation to determine the equivalent exchange fee. The right side of the equation
describes how we would have applied the exchange fee to final premiums absent the federal guidance.
The left side describes our understanding of how the federal guidance wants us to apply the exchange
fee. Since the federal guidance should not affect the actuarially-sound premiums, we equated the two
sides and solved for the equivalent exchange fee.

(P/(1-x%)+E_pmpm)/(1—E_perc) = (P+E_pmpm)/(1-E_perc—3.5%)

Paramount 74313 Individual Product | 2018 Rate Filing
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10. Projected Loss Ratio

Wakely’s estimates indicate projected MLRs of - before credibility adjustment and - after
credibility adjustment for 2018 based on the Federal MLR methodology. No quality improvement or
health IT expenses were included in this calculation. Paramount does not anticipate paying out MLR
rebates for the 2018 calendar year.

11. Application of Market Reform Rating Rules

Single Risk Pool

Paramount has established a single risk pool for all of this individual market business. Since Paramount
did not participate in the individual market prior to 2014, all of its individual business is non-
grandfathered, non-transitional, and ACA-compliant. Covered lives for all HMO Individual product and all
plans for Paramount in Ohio are included in the single risk pool base experience. The index rate for the
projection period reflects all non-grandfathered members expected to be enrolled in the ACA-compliant
single risk pool.

Index Rate Development

INDEX RATE FOR EXPERIENCE PERIOD

The experience period Index Rate is $495.80. This was calculated based on allowed claims for Essential
Health Benefits during the experience period for the single risk pool. Total allowed claims in the
experience period ($496.23) differ from the Index Rate due to non-EHBs that are reflected in the allowed
claims but not in the index rate, and rounding.

Paramount offered two benefits in excess of EHBs in the experience period.

1) Private Duty Nursing (PDN). The EHBs do not have a visit limit on home health (HH) but do apply
a visit limit on PDN. However, Paramount’s claim system cannot distinguish a PDN claim from a
HH claim. Therefore, Paramount has chosen to offer PDN without visit limits which is in excess of
EHBs. Paramount’s small group and large group HMO claim data shows negligible claim dollars for
PDN with no claims above the visit limit. We have therefore assumed no impact on rates for the
removal of the PDN visit limit.

2) Adult vision exams. The EHBs do not include an adult vision exam; however Paramount offers one
annual vision exam at no cost share to the member as part of its preventive care. Paramount
believes that these vision exam help detect diabetes sooner and produce medical cost offsets.

Using Paramount’s claim analysis and our modeling, we estimated the impact of non-EHBs to be 0.1%.
These adjustments can be seen in step 5 Appendix C.
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INDEX RATE FOR PROJECTION PERIOD

The projection period index rate is estimated to be $664.15 PMPM and is shown on WS1 of the URRT. This
was calculated based on projected allowed claims for Essential Health Benefits for the single risk pool
population during the projection period.

MARKET ADJUSTED INDEX RATE FOR PROJECTION PERIOD

The Market Adjusted Index Rate is the Index Rate adjusted for allowable market-wide modifiers. We
included the impact of risk adjustment, converted to an Allowed basis, and the ‘equivalent exchange user
fee’ (as described above) to the index rate for the projection period to develop the market adjusted index
rate. The market adjusted index rate is shown in Appendix C.

PLAN ADJUSTED INDEX RATE FOR PROJECTION PERIOD

The plan-level adjustments were made in accordance with 45 CFR 156.80(d)(2). Plan adjusted index rates
were developed by applying allowable plan level adjustments to the Market Adjusted Index Rate. The
components of the plan level adjustments used for each plan are provided in Appendix C. The following
describes how each component of the adjustments were developed.

AV and Cost Sharing Adjustment

Paid to allowed ratios were developed for each plan based on the Truven benefit modeler. Truven benefit
modeler enables actuaries to estimate the pricing actuarial values based on state, plan design,
demographics, plan type, provider contracting, and several other factors that are critical to estimating the
actuarial values accurately.

Additional adjustments were made to account for expected induced utilization, driven by cost sharing
differences across each plan. Health status differences are not reflected in utilization factors.

Provider Network, Delivery System and Utilization Management Adjustment

Adjustments for benefits in addition to EHB
Benefits in addition to EHB add 0.1% to premiums. Paramount will offer the following benefits in excess
of EHBs.

1) Private Duty Nursing (PDN). The EHBs do not have a visit limit on home health (HH) but do apply
a visit limit on PDN. However, Paramount’s claim system cannot distinguish a PDN claim from a
HH claim. Therefore, Paramount has chosen to offer PDN without visit limits which is in excess of
EHBs. Paramount’s small group and large group HMO claim data shows negligible claim dollars for
PDN with no claims above the visit limit. We have therefore assumed no impact on rates for the
removal of the PDN visit limit.
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2) Adult vision exams. The EHBs do not include an adult vision exam; however Paramount offers one
annual vision exam at no cost share to the member as part of its preventive care. Paramount
believes that these vision exam help detect diabetes sooner and produce medical cost offsets.

3) $25 one-time gift card for completing a health risk assessment. We assumed 40% of the members
will complete the assessment.

These adjustments can be seen in step 21 Appendix C.

Load for Non-Funded CSRs

Silver metal level plans were increased - for non-funded CSR payments. This factor was developed
based on the difference between the base silver plan AV and the AV of the different CSR level plans. This
factor was only applied to the silver metal level plans.

Impact of Specific Eligibility Categories for Catastrophic Plan
Paramount will not offer a catastrophic plan in 2018. Therefore, no adjustment was made.

Adjustment for Distribution and Administrative Costs
As noted earlier, administrative costs are applied on a percent of premium basis.

The development of the plan adjusted index rates can be found in Appendix C.

CALIBRATION
Per the instructions, plan adjusted index rates are next calibrated to age 21 and at the weighted average
geographic factor level and for the impact of tobacco rating. The calibration is shown in Appendix C.

Age Calibration

To bring the experience to age 21 rate, we divided the plan adjusted index rate by the weighted average
age factor. The age factor was calculated as the weighted average of ACA age factors and the projected
2018 individual market enroliment by age (i.e., 2017 enrollment in non-catastrophic plans in areas 1 and
6). The age associated with this factor is 50 years. Once calibrated, the standard Federal age factors can
be applied on a multiplicative basis to calculate the rates for other ages.

Area Calibration

To calibrate for area, we divided the plan adjusted index rate by the weighted average area factor based
on the projected 2018 enrollment distribution (i.e., 2017 enrollment in non-catastrophic plans in areas 1
and 6).

Geographic factors were developed by Paramount by reviewing relative differences in unit costs for a
specific set of services. These factors are shown in Appendix D.

Paramount has confirmed that population health risk differences by geography are not reflected in
geographic factors.

Paramount 74313 Individual Product | 2018 Rate Filing

© 2017 Wakely, All Rights Reserved, Confidential and Proprietary.



Wakely oge 1

Tobacco Rating Calibration

To calibrate for tobacco rating, we divided the plan adjusted index rate by a factor of 1.0095. The tobacco
normalization factor is intended to convert the rates to a non-tobacco basis. The factor is calculated as
the weighted average tobacco factor.

The factor was developed based on the distribution of self-reported tobacco and non-tobacco users in the
current population. This adjustment is uniform across plans. This adjustment captures the differences in
the tobacco loads applicable and/or differences in the availability of wellness programs which reduces the
applicable tobacco load. Additional information on this adjustment is provided below under the ‘Tobacco
Rating’ subsection.

Age, geographic factor, and tobacco rating calibration is applied uniformly to all plans.

TOBACCO RATING

We used a maximum tobacco rating factor of 1.4. According to a well-publicized study in the New England
Journal of Medicine, “Health care costs for smokers at a given age are as much as 40% higher than non-
smokers” ! Looking at Figure 1 in the article, there is not much of a difference at the younger ages (<40)
and the differential increases up through age 65.

This average tobacco rating factor was calculated as the weighted average of expected 2018 census by
age who indicated tobacco usage as well as the tobacco rating factors shown in Appendix D. The expected
2018 census was developed using seriatim 2016 member-level tobacco rating but only for rating areas 1
and 6, and non-catastrophic plans.

The impact of this adjustment can be seen in Appendix C.

CONSUMER ADJUSTED INDEX RATE

The consumer adjusted index rates were calculated by multiplying the calibrated plan adjusted index rates
by the consumer’s specific age factor (subject to maximum allowable rating of 3 kids under 21), area
factor, and tobacco load as applicable.

We used the ACA age factors and a uniform set of rating area factors.

The rating factors are shown in Appendix D.

! http://www.nejm.org/doi/full/10.1056/NEJM199710093371506, page 1
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12. AV Metal Levels

The Federal AVC was used without modification to generate the AV metal tier (URRT, Worksheet 2).
Paramount provided the AV calculations for all plans. Wakely reviewed a sample of these calculations
along with Summaries of Benefits and Coverage documents and believe the calculations produced by
Paramount using the Federal AV calculator are in accordance with applicable guidance.

13. AV Pricing Values

The methodology for development AV Pricing Values is included in the Plan Adjusted Index Rate section.
Only allowable modifiers were used in the development of these values.

Benefit richness utilization adjustments were applied to stratify the market adjusted index rate to levels
suitable for each of the metal tiers. We used the following values which were developed using nationwide
allowed claim cost PMPM data for similar products and plans by metal level and then normalizing the
costs for morbidity using risk scores. We blended the federal induced demand factors with the factors we
calculated with equal weights.

Bronze =-
Silver :-
Gold :-

The adjustment factors above are shown in Appendix C.

The same underlying cost distribution and cost level was used in the development of cost sharing factors,
adjusted for only induced demand. Therefore, differences in expected morbidity across metal tiers were
not included in the pricing development for each metal tier plan.

The pricing AVs are different from the Federal AVCs primarily because the estimated allowed PMPMs are
different than those underlying the Federal AV calculator. This impacts the AVs due to a leveraging effect
for fixed cost sharing elements like copays, deductibles and MOOPs. The other variance is differences in
the methodology of the pricing models.

14. Membership Projections

The membership projections for 2018 were developed by Paramount based on discussion with the
marketing team. Actual enrollment is highly dependent on consumer decisions and the competitiveness
of rates in the market. The enrollment distribution as of March 2017 by plan was used as the basis for the
2018 projection by plan.

Paramount 74313 Individual Product | 2018 Rate Filing

© 2017 Wakely, All Rights Reserved, Confidential and Proprietary.



Wakely

Terminated Plans and Products

Table 15.1 Terminated Plans and Plan Cross Walk

page 19

The table below shows the terminated plans and the plan crosswalk.

HIOS Number

Crosswalk

New

743130H0210005-01

Termed Offering (Cat.)

743130H0210010-01

743130H0210002-01

Paramount Silver 1

743130H0210010-04

743130H0210002-04

Paramount Silver 1

743130H0210010-05

743130H0210002-05

Paramount Silver 1

743130H0210010-06

743130H0210002-06

Paramount Silver 1

743130H0210011-01

743130H0210008-01

Paramount Bronze 1 HSA

16. Plan Type

The plan types listed in the drop-down box in Worksheet 2, Section | of the URRT describe the plans
accurately.

17. URRT Warnings

There are no warnings flagged in the URRT.

18. Reliance

Wakely Consulting Group, Inc., 9777 Pyramid Ct, Suite 260, Englewood, CO 80112 relied on information
provided by Paramount and publicly available information to develop the 2018 individual premium rates.
This information includes, but is not limited to the following:

e Base data and enrollment, including financial reconciliation

e Trend assumptions

e Membership projections

e Provider contracting levels, including descriptions of the relationship between the Delivery systems
and Paramount

e Administrative cost projections
e Product design information

e CClIO and the State of Ohio regulatory and compliance interpretations and rulings
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19. Actuarial Certification

I, Karan Rustagi, am an Associate in the Society of Actuaries (ASA) and a member of the American Academy
of Actuaries (MAAA). | meet the Qualification Standards of Actuarial Opinion as adopted by the American
Academy of Actuaries for preparing premium rate filings for insurers.

This actuarial certification applies to the Paramount individual products to be in the federal health
exchange.

1. The premium rates filed are in compliance with applicable laws, rules and guidelines of the State
of Ohio.

2. The premium rates filed are reasonable in relation to the benefits provided and are not excessive,
inadequate, or unfairly discriminatory based on the provisions of the ACA as currently
implemented.

3. The premium rates are calculated on the basis of sound actuarial principles.

4. The premium rates are reasonable when related to the applicable coverage and characteristics of
the applicable class of enrollees.

5. The index rates are developed in accordance with federal regulations and the index rate along
with allowable modifiers are used in the development of plan specific premium rates.

6. The premium rates filed are prepared in conformity with the Actuarial Standards of Practice
(ASOPs) promulgated by the Actuarial Standards Board that are listed below:

ASOP No. 5, Incurred Health and Disability Claims
ASOP No. 8, Regulatory Filings for Health Plan Entities
ASOP No. 12, Risk Classification

ASOP No. 23, Data Quality

ASOP No. 25, Credibility Procedures Applicable to Accident and Health, Group Term Life, and
Property/Casualty Coverages

ASOP No. 41, Actuarial Communication

ASOP No. 42 - Determining Health and Disability Liabilities Other Than Liabilities for Incurred
Claims

ASOP No. 50 - Determining Minimum Value and Actuarial Value under the Affordable Care Act

In my opinion, the premiums are reasonable in relation to the benefits provided and the population
anticipated to be covered. Further, the premiums are neither excessive nor deficient based on the
provisions of the ACA as currently implemented. Actual experience will vary from the estimates given the
inherent uncertainty in developing premium rates under the ACA.
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The rates presented and submitted here were developed assuming that the cost sharing reduction (CSR)
payments are no longer funded by the federal government in 2018 and the cost of these payments will
instead be funded through member premiums and Advanced Premium Tax Credits. The submission of
these rates does not guarantee that Paramount will continue to participate in the individual market in
2018 should the CSR payments no longer be funded. Should this occur, Paramount will evaluate the
market conditions at that time and determine whether or not they will participate in the market in 2018.

The index rate and only the allowable modifiers as described in 45 CFR 156.80(d)(1) and 45 CFR
156.80(d)(2) were used to generate plan level rates.

The percent of total premium that represents essential health benefits included in Worksheet 2, Sections
Il and IV were calculated in accordance with ASOPs.

Paramount developed the geographic rating factors and has confirmed that they reflect only differences
in the costs of delivery (which can include unit cost and provider practice pattern differences) and do not
include differences for population morbidity by geographic area. With several carriers exiting or expected
or exit rating area 6, Paramount is expecting to gain some portion of their membership. Paramount
expects that these members have established relationships with existing doctors as their primary doctors.
These primary care doctors may not be ProMedica doctors with whom Paramount has favorable
reimbursement arrangements. Paramount expects the average discount in rating area 6 to worsen as a
result of new members in 2018 who will use non-ProMedica doctors and facilities significantly more than
current members. Paramount also expects the new incoming members will likely have the same morbidity
as existing Paramount members in rating area 6.

The Federal AV Calculator was used to determine the AV Metal Values shown in Worksheet 2 of the
Unified Rate Review Template for all plans.

The Part | Unified Rate Review Template does not demonstrate the process used to develop the rates.
Rather it represents information required by Federal regulation to be provided in support of the review
of rate increases, for certification of qualified health plans for federally facilitated exchanges and for
certification that the index rate is developed in accordance with Federal regulation and used consistently
and only adjusted by the allowable modifiers.

Sincerely,

Karan Rustagi, ASA, MAAA
Senior Consulting Actuary
Wakely Consulting Group
(720) 282-4965
karanr@wakely.com
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20. Appendix A — Market Adjusted Index Rate Development
Market Adjusted Index Rate Development
Experience Period = Manual Rate Notes
Member Months 40,917
Allowed PMPM (with IBNR) $496.23 $463.07 (a)
Market Projection Factors
Annual Trend Rate 7.7% 7.8%
Trend Factor 1.16 1.16 (b)
Pent-up Demand 1.00 1.00 (c)
Medical Management 1.00 1.00 (d)
Demographics 1.02 1.02 (e)
Morbidity (transitional) - - (f)
Benefits (differences in covered services) 1.00 1.00 (g)
Induced Utilization due to AV Difference (h)
Geographic & Provider Contracting (i)
Population 1.00 1.00 (i)
Other 1.00 1.00 (k)
Allowed PMPM (adjusted to rating year
basis) $661.05 $676.01 (1) = product((a):(k))
Credibility 75.4% (m)
EHB % 0.9991 (n)
Allowed PMPM (with induced demand) $664.15 (0) = ((Nexp™(mM) + (Nman*(1-m))*(n)
Risk Adjustment Factor e (p)
Equivalent Exchange User Fee 3.6% (a)

Market Adjusted Index Rate

(r) = (0)*(p)/(1-(a))
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Plan Adjusted Index Rate Development

Market Adjusted Index Rate

Plan ID

Metal Tier

Pricing AV

Induced Demand

Induced Demand Normalization
Projected Enrollment Distribution
Network Factors

Network Normalization
Catastrophic Adjustment
Non-EHBs

Non-Funded CSRs

Net Premium

General Administrative Expenses
Broker Commissions

PCORI Fee

State Premium Tax

Carrier Tax

Contribution to Surplus

Variable Administrative Expenses
Quality Improvement and Health IT

Gross Premium

743130H0210001
Paramount Gold 1

5.1%

1.0000
1.0009
1.0000

$669.27

$0.00
$2.10
$0.18
1.00%
2.40%
2.00%
7.15%
0.00%

$767.92

743130H0210002
Paramount Silver 1

23.1%

1.0000
1.0009
1.2364

$629.89

$0.00
$2.10
$0.18
1.00%
2.40%
2.00%
7.15%
0.00%

$722.89
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743130H0210006
Paramount Silver 2

3.5%

1.0000
1.0009
1.2364

$610.09

$0.00
$2.10
$0.18
1.00%
2.40%
2.00%
7.15%
0.00%

$700.25

743130H0210012
Paramount Silver 4

2.3%

1.0000
1.0009
1.2364

$595.11

$0.00
$2.10
$0.18
1.00%
2.40%
2.00%
7.15%
0.00%

$683.11
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Notes

(r)

(s)
(t)
(u)
(v)
(w)
(x)
(y)
(2)
(aa)
(ab) =
(r)*(s)*(t)/(u)*(w)/(x)*(y)*(z)*(aa)

(ac)
(ad)
(ae)
(af)
(ag)
(ah)
(ai)
(aj)
(ak) = ((ab)+(ac)+(ad)+(ae))/(1-(af)-
(ag)-(ah)-(ai)-(aj))
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Plan Adjusted Index Rate Development

Plan Adjusted Index Rate (before

calibration) $767.92 $722.89 $700.25 $683.11 (al) = (ak)
Tobacco Factor 1.0095 1.0095 1.0095 1.0095 (am)

Age Calibration Factor 1.7715 1.7715 1.7715 1.7715 (an)

Area Calibration Factor 1.0024 1.0024 1.0024 1.0024 (ao)

Plan Adjusted Calibrated Index Rate $428.35 $403.23 $390.60 $381.04 (ap) = (al)/((am)*(an)*(ao0))
Projected Member Months 2,597 11,678 1,793 1,180
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Plan Adjusted Index Rate Development (Cont’d)

Market Adjusted Index Rate

Plan ID

Metal Tier

Pricing AV

Induced Demand

Induced Demand Normalization
Projected Enrollment Distribution
Network Factors

Network Normalization
Catastrophic Adjustment
Non-EHBs

Non-Funded CSRs

Net Premium

General Administrative Expenses
Broker Commissions

PCORI Fee

State Premium Tax

Carrier Tax

Contribution to Surplus

Variable Administrative Expenses
Quality Improvement and Health IT

Gross Premium

743130H0210008
Paramount Bronze 1 HSA

11.0%

1.0000
1.0009
1.0000

$356.19

$0.00
$2.10
$0.18
1.00%
2.40%
2.00%
7.15%
0.00%

$409.91

743130H0210015
Paramount Gold 3

3.1%

1.0000
1.0009
1.0000

$850.70

$0.00
$2.10
$0.18
1.00%
2.40%
2.00%
7.15%
0.00%

$975.38

743130H0210013
Paramount Silver 5

44.9%

1.0000
1.0009
1.2364

$810.50

$0.00
$2.10
$0.18
1.00%
2.40%
2.00%
7.15%
0.00%

$929.41

743130H0210014
Paramount Silver 6

6.9%

1.0000
1.0009
1.2364

$785.68

$0.00
$2.10
$0.18
1.00%
2.40%
2.00%
7.15%
0.00%

$901.03

Notes

(r)

(s)
()
(u)
(v)
(w)
(x)
(v)
(2)
(aa)
(ab) =
(r)*(s)*(t)/(u)*(w)/(x)*(y)*(z)*(aa)

(ac)
(ad)
(ae)
(af)
(ag)
(ah)
(ai)
(aj)
(ak) = ((ab)+(ac)+(ad)+(ae))/(1-(af)-
(ag)-(ah)-(ai)-(aj))
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Plan Adjusted Index Rate Development (Cont’d)

Plan Adjusted Index Rate (before

calibration) $409.91 $975.38 $929.41 $901.03 (al) = (ak)
Tobacco Factor 1.0095 1.0095 1.0095 1.0095 (am)

Age Calibration Factor 1.7715 1.7715 1.7715 1.7715 (an)

Area Calibration Factor 1.0024 1.0024 1.0024 1.0024 (a0)

Plan Adjusted Calibrated Index Rate $228.65 $544.07 $518.43 $502.60 (ap) = (al)/((am)*(an)*(a0))
Projected Member Months 5,576 1,557 22,659 3,479
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23. Appendix C— Rating Factors

Geographic Factors - 2018

Rating Area
Rating Area 1

Rating Area 6

Age and Tobacco Factors
Tobacco Load Age Factor

Age
0-14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.07
1.09
1.11
1.13
1.15
1.17
1.19
1.21
1.23
1.25
1.27
1.29
1.31
1.33
1.35
1.37
1.39
1.40
1.40
1.40

0.765
0.833
0.859
0.885
0.913
0.941
0.970
1.000
1.000
1.000
1.000
1.004
1.024
1.048
1.087
1.119
1.135
1.159
1.183
1.198
1.214
1.222
1.230
1.238
1.246
1.262
1.278
1.302
1.325
1.357
1.397
1.444
1.500
1.563
1.635
1.706
1.786
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Age and Tobacco Factors

Age Tobacco Load Age Factor
51 1.40 1.865
52 1.40 1.952
53 1.40 2.040
54 1.40 2.135
55 1.40 2.230
56 1.40 2.333
57 1.40 2.437
58 1.40 2.548
59 1.40 2.603
60 1.40 2.714
61 1.40 2.810
62 1.40 2.873
63 1.40 2.952
64 1.40 3.000

65 and over 1.40 3.000

Family Structure — Family rates can be determined by adding up the rates for an individual. However,
when calculating the total family rate, the charge is limited to the first three children under the age of
21. There is no limitation on children over 21.

Example Rate Buildup:
An exchange member with the following characteristics:
e Bronze 1 HSA (743130H0210008)
e Ratingareal
o Age?25
e Smoker
Would get the following rate:

Calibrated plan adjusted index rate: $228.65

x geographic factor 0.939

x age factor 1.004

x tobacco load 1.05

= Consumer adjusted index rate: $226.26 (corrected for any rounding error)
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24. Appendix D — Paramount Cost Sharing Reduction Estimates and Justification

These rates were developed assuming that CSR payments are not funded in 2018, therefore we are not projecting any CSR estimates for 2018.
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25. Appendix E— Non-Applicable ASOPs

page E-1

ASOP 26 — Compliance with Statutory and Regulatory Requirements for the Actuarial Certification of Small
Employer Health Benefit Plans was not used in relation to this filing. Paramount’s filing is only for
Individual business, not small group.
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26.

Appendix F — Plan Designs

page F-1

Marketplace Individual plans

Paramount Silver 2

Paramount Silver 4

Paramount Bronze 1 HSA

2018 Paramount Gold 1 Paramount Silver 1
Product ID 743130H021 0001-01 0002-01 0006-01 0012-01 0008-01
BENEFITS Paramount Gold 1 Paramount Silver 1 Paramount Silver 2 Paramount Silver 4 Paramount Bronze 1 HSA
Plan ID 0001 0002 0006 0010 008
OOP Max $5000single/$10000 Family $7350 Single/$14700 Family $7350 Single/$14700 Family | $7350 Single / $14700 Family | $6650 Single / $13500 Family
Deductible $2000Single/$4000Family $4500 Single/$9000 Family $6250 Single / $12500 Family | $7000 Single / $14000 Family | $6650 Single / $13500 Family
PCP Visit $15 $15 $30 $35 3 free or None
Spec. Visit $35 $75 $75 $75 0%
ER 20% $400 copay after ded $350 copay after deductible $500 copay after deductible 0%
IP Hosp 20% 40% 30% 40% 0%
OP Hosp 20% 40% 30% 40% 0%
Urgent Care $55 $75 $75 $100 0%
DME/PROST 20% 40% 30% 40% 0%
SBC URL
PRESCRIPTION Not Subject to Ded Not Subject to Ded Not Subject to Ded Not Subject to Ded After Ded
# FORMULARY TIERS 6 6 6 6 After Ded
PPACA Mandated - preventive $0 $0 $0 $0 $0
Preferred Generic Retail (30 Day) $10 $15 $15 $20 0%
Non Preferred Generic Retail (30 Day) $20 $25 $25 $30 0%
Preferred Brand Retail (30 Day) $35 $50 $50 $50 0%
Non-Preferred Brand Retail (30 Day) $75 $100 $100 $100 0%
Injectable/Specialt 20% to $250, Not Subject to 40%, Not Subject to 30%, Not Subject to 40%, Not Subject to . )
: fsp i Deductible J Deductiblje Deductiblje Deductiblje 0%, Subject to Deductible
Mail Order 2.5x/2.5x/2.5x/3x/na 2.5x/2.5x/2.5x/3x/na 2.5x/2.5x/2.5x/3x/na 2.5x/2.5x/2.5x/3x/na 0%

Oral Chemotherapy Drugs

20% up to a maximum of
$100 per fill, not subject to
deductible. Subject to prior
authorization, quantity limits
and dispensing limits. Up to
one month supply may be

dispensed per fill.

40% up to a maximum of
$100 per fill, not subject to
deductible. Subject to prior
authorization, quantity limits
and dispensing limits. Up to
one month supply may be

dispensed per fill.

30% up to a maximum of
$100 per fill, not subject to
deductible. Subject to prior
authorization, quantity limits
and dispensing limits. Up to
one month supply may be

dispensed per fill.

40% up to a maximum of
$100 per fill, not subject to
deductible. Subject to prior
authorization, quantity limits
and dispensing limits. Up to
one month supply may be

dispensed per fill.

0% coinsurance subject to
deductible. Subject to prior
authorization, quantity limits
and dispensing limits. Up to
one month supply may be
dispensed per fill.

2017 AVC 78.20% 69.36% 71.19% 61.38%
2018 AVC Draft v2 79.69% 70.04% 68.27% 66.79% 60.22%
Metal Tier: Gold Silver Silver Silver Bronze
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Appendix F — Plan Designs, Cont’d

page F-2

Paramount Silver 5

Paramount Silver 6

Marketplace Individual plans 2018 Paramount Gold 3
Product ID 743130H021 0015-01 0013-01 0014-01
BENEFITS Paramount Gold 3 Paramount Silver 5 Paramount Silver 6
Plan ID 0015 0013 0014
OOP Max $5000single/$10000 Family $7350 Single/$14700 Family $7350 Single/$14700 Family
Deductible $2000Single/$4000Family $4500 Single/$9000 Family $6250 Single / $12500 Family
PCP Visit $15 $15 $30
Spec. Visit $35 $75 $75
ER 20% $400 copay after ded $350 copay after deductible
IP Hosp 20% 40% 30%
OP Hosp 20% 40% 30%
Urgent Care $55 $75 $75
DME/PROST 20% 40% 30%
SBC URL
PRESCRIPTION Not Subject to Ded Not Subject to Ded Not Subject to Ded
# FORMULARY TIERS 6 6 6
PPACA Mandated - preventive $0 $0 $0
Preferred Generic Retail (30 Day) $10 $15 $15
Non Preferred Generic Retail (30 Day) $20 $25 $25
Preferred Brand Retail (30 Day) $35 $50 $50
Non-Preferred Brand Retail (30 Day) $75 $100 $100
30%, Not Subject to Deductible

Injectable/Specialty

20% to $250, Not Subject to Deductible

40%, Not Subject to Deductible

Mail Order

2.5x/2.5x/2.5x/3x/na

2.5x/2.5x/2.5x/3x/na

2.5x/2.5x/2.5x/3x/na

Oral Chemotherapy Drugs

20% up to a maximum of $100 per fill, not
subject to deductible. Subject to prior
authorization, quantity limits and dispensing
limits. Up to one month supply may be

40% up to a maximum of $100 per fill, not
subject to deductible. Subject to prior
authorization, quantity limits and dispensing
limits. Up to one month supply may be
dispensed per fill.

30% up to a maximum of $100 per fill, not
subject to deductible. Subject to prior
authorization, quantity limits and dispensing
limits. Up to one month supply may be
dispensed per fill.

dispensed per fill.
2017 AVC 78.20% 69.36% 71.19%
2018 AVC Draft v2 79.69% 70.04% 68.27%
Metal Tier: Gold Silver Silver
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